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Instructions

Note: This booklet does not contain any tax forms.

Cat. No. 11325E

Want an Easier
Way To File?
See page 6.

Get the Credit
You Deserve!

See page 5 to find
out if you qualify
for the earned
income credit.

Did You Have any
Household Help
(babysitter,
housekeeper,
etc.)?

You now pay
household
employment taxes
with your return.
See page 5.

Check Your
Social Security
Numbers (SSNs)!

Incorrect or
missing SSNs
may delay your
refund. To get an
SSN, see

page 11.

Will You Owe
Money With Your
Return?

Please use Form
1040-V, Payment
Voucher. See
page 33.

Expecting a
Refund?

Now you can have
your refund
directly deposited
into your bank
account. See the
line 63
instructions on
page 32.



Your Tax Return Quick Reference

Got a question about what to put on a line? Turn to the page shown in the circle.

1040 v

Form

Department of the Treasury—Internal Revenue Service

. Individual Income Tax Return

1]@95 | (99) IRS Use Only—Do not write or staple in this space.

For the year Jan. 1-Dec. 31, 1995, or other tax year beginning ,1995,ending , 19 | OMB No. 1545-0074
Label Your first name and initial Last name \ Your social security number
(See L : :

A — - — - -
mstructlons B If a joint return, spouse’s first name and initial | Last name Spouse’s social security number
on page 11.) E . .

L . .

Use the IRS

label. . H Home address (number and street). If you have a P.O. box, see page 11. Apt. no. For Privacy Act and

Otherwise, E Paperwork Reduction

please print R " - - -

or type E City, town or post office, state, and ZIP code. If you have a foreign address, see page 11. Act Notice, see page 7.
e\ _J| Yes | No | Note: Checking “Yes”

Presidential "™ will not change your

Election Campaign Do you want $3 to go to this fund? tax or reduce your

(See page 11.) If a joint return, does your spouse want $3 to go to thls fund’) refund.

. Single
Fllmg Status 2 Married filing joint return (even if only one had income)
(See page 11.) é 3 Married filing separate return. Enter spouse’s social security no. above and full name here. »
Check only 4 Head of household (with qualifying person). (See page 12.) If the qualifying person is a child but not your dependent,
one box. enter this child’s name here. »
5 Qualifying widow(er) with dependent child (year spouse died » 19 ). (See page 12.)
. 6a Yourself. If your parent (or someone else) can claim you as a dependent on his or her tax No. of boxes
Exemptlons return, do not check box 6a. But be sure to check the box on line 33b on page 2 ;:zcgﬁd on 6a
(See page 12.) b Spouse e e e e e e No. of vour
c Dependents: (2) Dependent’s social (3) Dependent’s | (4) No. of months chi-ldrex on 6¢
1) Fi L security number. If born relationship to lived in your who:
(1)Firstname ast name in 1995, see page 13. you home in 1995 '
. : ® lived with you
If more than six ' ' ;0 :igl;]e’ltgve with
dependents, divorce or
see page 13. : : separation (see
| | page 14) ~
| | Dependents on 6¢
not entered above
d If your child didn't live with you but is claimed as your dependent under a pre-1985 agreement, check here » |:| Qg?err;%m:: " D
e Total number of exemptions claimed . . . lines above »
7  Wages, salaries, tips, etc. Attach Form(s) W-2 7 (14)
Incom%@ 8a Taxable interest income (see page 15). Attach Schedule B |f over $4OO ... 8a (15)
Attach b Tax-exempt interest (see page 15). DON'T include on line 8a 8b | @ |
Copy B of your 9 Dividend income. Attach Schedule B if over $400 8- 9 @
5\?_ rznés ;Arl]'dz’ 10 Taxable refunds, credits, or offsets of state and local income taxes (see page 15) 10 (15)
1099-R here. 11  Alimony received e 11 | (16)
if vou did not 12  Business income or (loss). Attach Schedule C or C-EZ . . 12 (16) |
ge{ a W-2, see 13  Capital gain or (loss). If required, attach Schedule D (see page 16) 13 (16)
page 14. 14  Other gains or (losses). Attach For%?i)? Ce e e e e 14 (16)
15a Total IRA distributions | 15a | (16 b Taxable amount (see page 16) | 15b (16)
nglgég&?mgfr 16a Total pensions and annuities | 162 (16) b Taxable amount (see page 16) | 16b (16)
payment aln)éj 17  Rental real estate, royalties, partnerships, S corporations, trusts, etc. Attach Schedule E 17
payment 18  Farm income or (loss). Attach Schedule F 18 |
voucher. See 19  Unemployment compensation (see page 17). . . . . . . . . . . . 10 | (17)
page 33. i i +o | 20a| (18 | ] 20b (18)
20a Social security benefits a b Taxable amount (see page 18)
21 Other income. List type and amount—see page 18 ... . ____.........._______. 21 (18)
22 Add the amounts in the far right column for lines 7 through 21. This is your total income » | 22
) 23a  Your IRA deduction (see page 19). 23a (19)
AdJUStmentS b Spouse’s IRA deduction (see page 19) 23b (19)
to Income 24  Moving expenses. Attach Form 3903 or 3903-F . 24 (21)
25  One-half of self-employment tax 25 (21)
26  Self-employed health insurance deduction (see page 21) 26 (21)
27  Keogh & self-employed SEP plans. If SEP, check » [] 27 @1)
28  Penalty on early withdrawal of savings 28 (21)
29  Alimony paid. Recipient's SSN » : : 29 (21)
30 Add lines 23a through 29. These are your total adjustments . . » | 30 @
AdJUStEd 31  Subtract line 30 from line 22. This is your adjusted gross income. If less than $26,673 and a child lived
Gross Income with you (less than $9,230 if a child didn't live with you), see “Earned Income Credit” on page 27 » | 31 @
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Form 1040 (1995)



Your Tax Return Quick Reference

Got a question about what to put on a line? Turn to the page shown in the circle.

Form 1040 (1995)

@

Page 2

Tax 32 Amount from line 31 (adj 'W . § 32
Compu- 33a Check if: You were 65 or older, Blind; Spouse was 65 or older, Blind.
. Add the number of boxes checked above and enter the total here » 33a
tation
If your parent (or someone else) can claim you as a dependent, check here ., » 33b D\\
(2339)9 page If you are married filing separately and your spouse itemizes deductions or />@
. you are a dual-status alien, see page 23 and che . » 33c I:I/
Itemized deductions from Schedule A, line 28, OR
Standard deduction shown below for your filing status. But if you checked
any box on line 33a or b, go to page 23 to find your standard deduction.
+ If you checked box 33c, your standard deduction is zero. a4 @
gour: ® Single—$3,900 e Married filing jointly or Qualifying widow(er)}—$6,550
® Head of household—$5,750 @ Married filing separately—$3,275
35  Subtract line 34 from line 32 . Ce e L e e e 35
36 If line 32 is $86,025 or less, multiply $2,500 by the total number of exemptions claimed on
line 6e. If line 32 is over $86,025, see the worksheet on page 23 for the amount to enter 36 @
If you want 37 Taxable income. Subtract line 36 from line 35. If line 36 is more than line 35, enter -0- 37
t_he IRS to 38 Tax. Check if from a |:| Tax Table, b D Tax Rate Schedules, ¢ DCapitaI Gain Tax Work-
ngurgeyeour sheet, or d [] Form 8615 (see page 24). Amount from Form(s) 8814 » e | 38 @
page 35. 39  Additional taxes. Check if from a [ ] Form 4970 b [ Form 4972 . . . . . . . 39 (24)
40 Addlines38and39. . . . . . . . . . . . ... 40
Credits 41 Credit for child and dependent care expenses. Attach Form 2441 | 41 (24)
42 Credit for the elderly or the disabled. Attach Schedule R 42 (24)
(ZSee page 43 Foreign tax credit. Attach Form 1116 . 43 (24)
4) 44 Other credits (see page 25). Check if from a |:| Form 3800
b [ Form 8396 ¢ [] Form 8801 d [] Form (specify) 44 @
45  Add lines 41 through 44 . . P )
46  Subtract line 45 from line 40. If line 45 is more than I|ne 40 enter 0- < 46
Other 47  Self-employment tax. Attach Schedule SE 47
48  Alternative minimum tax. Attach Form 6251 48 (25)
Taxes D)
u i
49  Recapture taxes. Check if from a 1 Form 4255 b|:| Form 8611 c |:| Form 8828 49
(2566 page 50  Social security and Medicare tax on tip income not reported to employer. Attach Form 4137 50 (26>
5) 51  Tax on qualified retirement plans, including IRAs. If required, attach Form 5329, 51 (26)
52  Advance earned income credit payments from Form W-2 . L e e e 52 (26)
53  Household employment taxes. Attach Schedule H . @ e e e e 53 (26)
54  Add lines 46 through 53. This is your total tax T N -7 (26)
55  Federal income tax withheld. If any is from Form(s) 1099, check » E( 55 (26)
Payments (26)
estimated tax payments and amount applied from return
56 1995 estimated t ts and t applied from 1994 ret 56
57  Earned income credit. Attach Schedule EIC if you hp+< a qualifying
Attach child. Nontaxable earned incomg=amount »
\lj\?rgﬂGS W-g, andtype » ... N\ES) .. 57 @
10-99—’Ragn 58  Amount paid with Form 4868 (extension request) 58 32
the front. 59  Excess social security and RRTA tax withheld (see page 32) 59 (32)
60  Other payments. Check if from a [ Form 2439 b [] Form 4136 60 (32)
61  Add lines 55 through 60. These are your total payments . . . . . . . . . WP 61
Refund or 62  If line 61 is more than line 54, subtract line 54 from line 61. This is the amount you OVERPAID 62 (32)
Amount 6% Amount of iine 62 you want REFUNDED TO YOU . S . .» |63 32
You Owe 64  Amount of line 62 you want APPLIED TO YOUR 1996 ESTIMATED TAX > | 64 | @ |
65 If line 54 is more than line 61, subtract line 61 from line 54. This is the AMOUNT YOU OWE.
For details on how to pay and use Form 1040-V, Payment Voucher, see page 33 . . P 65 @
66  Estimated tax penalty (see page 33). Also include on line 65 | 66 | 33 |
. Under penalties of perjury, | declare that | have examined this return and accompanying schedules and statements, and to the best of my knowledge and
Slgn belief, they are true, correct, and complete. Declaration of preparer (other than taxpayer) is based on all information of which preparer has any knowledge.
Here Your signature Date Your occupation
Keep a copy 33
of this return — — . O ; .
for your Spouse’s signature. If a joint return, BOTH must sign. Date Spouse’s occupation
records.
. , Dat P ’ ial ity no.
Pald Zrer_?;hi;s } ate Check if reparer.s SOCIa. security no.
, 9 @ self-employed [ : :
Preparer’s
U O | Firm’s name (or yours EIN :
if self-employed) and
se un y address ZIP code




COMMISSIONER

Dear Taxpayer:

DEPARTMENT OF THE TREASURY
INTERNAL REVENUE SERVICE
WASHINGTON, D.C. 20224

Last year we at the IRS made a commitment to serve you better in several
areas. I'm pleased to report that we've made significant progress.

We said we'd make it easier to file a tax return. Last year more than 11 million
taxpayers filed electronically, nearly 3 million taxpayers used a short machine-scored
answer sheet and 700,000 filed by telephone. This year telephone filing will be
available to about 20 million 1040EZ filers throughout the United States.

We made a commitment to issue refunds within 21 days to taxpayers who filed
electronically and within 40 days to those who filed on paper. We came close to
achieving this goal, but did have to slow the process sometimes. This extra effort kept
us from paying out $400 million in improper refunds, but it also forced us to miss our
deadline at times. | apologize to those taxpayers who were inconvenienced.

Providing information about our tax laws or your account status when you want
it is another of our priorities. Last year we responded to 118 million taxpayers, an
increase of nearly 60% from the year before. Automated information was always
available. Information on refunds was available 16 hours each day, and IRS personnel
could be reached by phone for 10 hours each business day.

We've made real progress, and we remain committed to doing even better. We
appreciate your suggestions about how we can do that.

WMW@W

Margaret Milner Richardson

IRS Customer
Service Standards

=
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“The people of the Treasury
Department are dedicated
to doing what government
should do: Meet the highest
standards in serving our
fellow Americans.”

— Robert Rubin,

Secretary of the Treasury

For 1996, we have set the following Customer
Service Standards.

Easier Filing. To make it easier for you to meet
your tax obligations, we have expanded your
opportunities for simplified return filing and
payment of your taxes through our electronic
filing, joint Federal-state filing, TeleFile, and elec-
tronic payment programs.

Access to Information. You will have conve-
nient access to tax law and account information.
Our pre-recorded tax information will continue
to be available 24 hours a day, 7 days a week,
and access to refund status information will be
available 16 hours a day. Live telephone assis-
tance will be available 10 hours each business
day. (See pages 36 and 38.)

Accuracy. Our goal is to answer your questions
and process your tax returns accurately. To
reach that goal, we will continue to make
improvements yearly.

Prompt Refunds. If you file a complete and
accurate tax return and you are due a refund,
your refund will be issued within 40 days if you
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file a paper return. If you file electronically, it will
be issued within 21 days. (Your refund may be
delayed if your return is selected for further
review.)

One-Stop Service. Our goal is to resolve your
account inquiries with one contact. To reach that
goal, we will make improvements yearly.

Canceling Penalties. If you provide sufficient
and accurate information to our tax assisters but
are given and reasonably rely on an incorrect
answer, we will cancel related penalties.

Resolving Problems. If you have a problem that
has not been resolved through normal
processes, you may contact our Problem Reso-
lution Office. A caseworker will contact you
within 1 week and will work with you to resolve
the issue. (See page 6.)

Simpler Forms. We made some changes to the
tax forms and instructions this year to make
them easier to use, but we want your ideas for
improvements. Please call or write to us. (See

page 7.)




Section 1.

Before You Fill
In Form 1040

If you were in the Persion Gulf area combat zone, get Pub. 945, Tax Information
for Those Affected by Operation Desert Storm.

What’s New for
19957

Social Security Numbers
(SSNs) for Dependents

You must enter the SSN of each dependent,
except for a child born in November or De-
cember of 1995. If you don’t enter a correct
SSN, your refund will be delayed. If your de-
pendent does not have an SSN, see the in-
structions for line 6¢, column (2), on page
13.

Earned Income Credit

If you do not have any qualifying children,
you earned less than $9,230, and you or your
spouse were at least age 25, you may be
able to take this credit. See the instructions
for line 57 on page 27.

If you have one qualifying child and you
earned less than $24,396, you may be able
to take a larger credit. If you have two or
more qualifying children, you must have
earned less than $26,673 to take the credit.
See the instructions for line 57 on page 27.

If you have a qualifying child, you must
attach Schedule EIC to your return. You also
must enter the social security number (SSN)
of each qualifying child, except for a child
born in November or December of 1995. If
you don’t attach Schedule EIC or don’t enter
a correct SSN, your refund will be delayed.

If you were in the military on extended
active duty outside the United States, you
may be able to claim the EIC. See the in-
structions for line 57 on page 27. If you were
a nonresident alien for any part of 1995, you
cannot claim the EIC unless you are married
to a U.S. citizen or resident and elect to be
taxed as a resident for all of 1995. For details
on the election, get Pub. 519, U.S. Tax Guide
for Aliens.

Direct Deposit of Refund

If you have a refund on line 63 of your 1995
Form 1040, you can have it directly depos-
ited into your bank account instead of re-
ceiving a check. Use new Form 8888, Direct
Deposit of Refund, to do so. See the instruc-
tions for line 63 on page 32 for details.

Household Employment
Taxes

Employment taxes on wages paid to house-
hold employees are now reported on Form
1040, line 53, using new Schedule H (Form
1040). If you paid someone to work in or
around your home, you may owe employ-
ment taxes. See the instructions for line 53
on page 26.

If you paid these taxes in 1994, you should
receive a separate package in January con-

taining Schedule H, Form W-2, and other
items. If you don’t receive the package, you
can get it by calling 1-800-TAX-FORM
(1-800-829-3676).

Form 1040-V, Payment
Voucher

A payment voucher is a statement you send
with your payment when you have a balance
due on your tax return. It is like the part of
other bills—utilities, credit cards, etc.—you
send with your payment.

If you have a balance due on line 65 of
your 1995 Form 1040, please use Form
1040-V when making your payment (see
page 33). By doing so, you will help save tax
dollars because we will be able to process
your payment more accurately and efficient-
ly. We strongly encourage you to use Form
1040-V, but do not require it.

Self-Employed Health
Insurance Deduction

This deduction, which expired December 31,
1993, has been retroactively extended and
made permanent. If you were entitled to
claim this deduction in 1994 but did not do
so, file Form 1040X, Amended U.S. Individ-
ual Income Tax Return, to amend your 1994
return. Do not use the worksheet in this
booklet to figure your deduction for 1994.
Instead, use the worksheet in the 1994 In-
structions for Form 1040 or get Pub. 535,
Business Expenses.

Also, the maximum amount of this deduc-
tion has increased for 1995. See the instruc-
tions for line 26 on page 21.

Payment of Deferred
Additional 1993 Taxes

If you filed Form 8841, Deferral of Additional
1993 Taxes, with your 1993 return, your last
installment is due on April 15, 1996. See the
instructions for line 63 on page 32.

Tax Law Changes

For more details, get Pub. 553, Highlights of
1995 Tax Changes.

Earned Income
Credit (EIC) With
Your Pay

If you expect to be able to claim the EIC in
1996 and a child lives with you, you may be
able to get part of the credit in your paycheck
instead of waiting until you file your 1996
return. For details, call Tele-Tax (see page
36) and listen to topic 604 or get Form W-5,
Earned Income Credit Advance Payment
Certificate, from your employer.
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What Free Tax Help
Is Available?

Tax Forms and Publications

You can answer most of your tax questions
by reading the tax form instructions or one
of our many free tax publications. There are
many ways to get the items you need, in-
cluding using your computer to get them
from our bulletin board or via the Internet.
See page 34.

Refund Information

Our Tele-Tax service can tell you the status
of your refund. See page 36.

Recorded Tax Information

Tele-Tax also has recorded tax information
covering many topics. See page 36 for the
number to call.

Telephone Help

IRS representatives are available to help you
with your tax questions. If, after reading the
tax form instructions and publications, you
are not sure how to fill in your return, or have
a question about a notice you received from
us, please call us. See page 38 for the
number.

Send the IRS Written
Questions

You may send your written tax questions to
your IRS District Director. You should get an
answer in about 30 days. If you don’t have
the address, call us. See page 38 for the
number.

Walk-In Help

Assisters are available in most IRS offices
throughout the country to help you prepare
your return. An assister will explain a Form
1040EZ, 1040A, or 1040 with Schedules A
and B to you and other taxpayers in a group
setting. You can also file your return elec-
tronically by computer free of charge at
many IRS offices. To find the IRS office near-
est you, look in the phone book under
“United States Government, Internal Reve-
nue Service” or call us. See page 38 for the
number.

Volunteer Income Tax
Assistance (VITA) and Tax
Counseling for the Elderly
(TCE)

These programs help older, disabled, low-
income, and non-English-speaking people
fill in their returns. For details, call us. See
page 38 for the number. If you received a



Federal income tax package in the mail, take
it with you when you go for help. Also bring
a copy of your 1994 tax return if you have it.

Videotape

Videotaped instructions for completing your
return are available in English and Spanish
at many libraries.

Large-Print Forms and
Instructions

Pub. 1614 has large-print copies of Form
1040, Schedules A, B, D, E, EIC, and R,
Forms 1040-V and 8888, and their instruc-
tions. You can use the large-print forms and
schedules as worksheets to figure your tax,
but you can’t file on them. To get Pub. 1614,
call 1-800-TAX-FORM (1-800-829-3676).

Help for People With
Disabilities

Telephone help for people with impaired
hearing is available using TDD equipment.
See page 38 for the number to call. Braille
materials are available at regional libraries
that have special services for people with
disabilities.

Unresolved Tax Problems

The Problem Resolution Program is for
people who have been unable to resolve
their problems with the IRS. If you have a tax
problem you cannot clear up through normal
channels, write to your local IRS District Di-
rector or call your local IRS office and ask
for Problem Resolution assistance. People
with impaired hearing who have access to
TDD equipment may call 1-800-829-4059 to
ask for help from Problem Resolution. This
office cannot change the tax law or technical
decisions. But it can help you clear up prob-
lems that resulted from previous contacts.
For more detalils, call Tele-Tax (see page 36)
and listen to topic 104 or get Pub. 1546. In
1995, 88.2% of the people who asked for
help were contacted within 1 week.

Common Mistakes
To Avoid

Errors may delay your refund or result in no-
tices being sent to you.

1. If the amount on Form 1040, line 31, is
under $26,673 and a child lived with you
(under $9,230 if a child didn’t live with you),
read the instructions for line 57 that begin
on page 27 to see if you can take the earned
income credit.

2. Check your math, especially when fig-
uring your taxable social security benefits,
deduction for exemptions, taxable income,
total income, total tax, Federal income tax
withheld, and your refund or amount you
owe.

3. If you are taking the standard deduction
and you checked any box on line 33a or 33b,
be sure to see page 23 to find the correct
amount to enter on line 34.

4. If you (or your spouse if you check the
box on line 6b) were age 65 or older or blind,
be sure to check the appropriate boxes on
line 33a.

5. Make sure your name, address, and
social security number (SSN) are correct on
the peel-off label. If not, enter the correct
information.

6. If you are married filing jointly and didn’t
get a peel-off label, or you are married filing
separately, enter your spouse’s SSN in the
space provided on page 1 of Form 1040.
Also, enter your SSN in the space provided
next to your name.

7. Check the box on line 33b if you (or your
spouse if filing a joint return) can be claimed
as a dependent on someone’s 1995 return,
such as your parents’ return. Check the box
even if that person chose not to claim you
(or your spouse).

8. Attach your W-2 form(s) and other re-
quired forms and schedules. Don’t forget to
put all forms and schedules in the proper
order. See Assemble Your Return on page
33.

9. Remember to sign and date Form 1040
and enter your occupation.

10. Be sure to include your SSN on your
payment.

Alternative

IRS offers several filing alternatives to make filing your tax return easier. They are designed to be more

convenient and accurate and will result in faster processing of your tax return. One of the choices listed

Ways of Filing

below may be for you.

Electronic Filing

Last year, millions of taxpayers sent their tax returns to IRS electronically. Electronic filing is available
whether you prepare your own return or use a tax preparer.

If you file a complete and accurate return electronically, your refund will be issued within 21 days.* You can

also get the convenience and safety of direct deposit. With electronic filing, you get the relief of knowing that
IRS has received your return because we notify your electronic return transmitter that your return has been
received and accepted. And, if you owe tax, you can file early and pay by April 15, 1996.

In many states, you may be able to file your state tax return electronically with your Federal tax return. Check
with your tax return preparer or transmitter. Many companies also offer electronic filing as a benefit for their
employees. Check with your employer.

To file electronically, you must go through an IRS-approved tax preparer or other company.

TeleFile

Many single taxpayers who filed Form 1040EZ in 1995 will receive a special TeleFile tax package that allows
them to file their taxes by phone. TeleFile is easy, fast, free, and available 24 hours a day, with nothing to malil
in. The IRS automatically sends a special TeleFile package to those who are eligible to use it. TeleFile is a
great way for students to file their tax return!

Other Alternatives

You can also file your return electronically with a computer, tax software, and a modem. There are some on-line
services that can accept your tax return electronically. Check with your on-line service to see if you can file
electronically with them.

For more details on your choices, call Tele-Tax (see page 36) and listen to topic 252.

* Some refunds may be delayed as a result of compliance reviews to ensure that the returns are accurate.



Privacy Act and Paperwork Reduction Act Notice

The Privacy Act of 1974 and Paperwork Re-
duction Act of 1980 say that when we ask
you for information we must first tell you our
legal right to ask for the information, why we
are asking for it, and how it will be used. We
must also tell you what could happen if we
do not receive it and whether your response
is voluntary, required to obtain a benefit, or
mandatory under the law.

This notice applies to all papers you file
with us, including this tax return. It also ap-
plies to any questions we need to ask you
so we can complete, correct, or process your
return; figure your tax; and collect tax, inter-
est, or penalties.

Our legal right to ask for information is
Internal Revenue Code sections 6001, 6011,
and 6012(a) and their regulations. They say
that you must file a return or statement with
us for any tax you are liable for. Your re-
sponse is mandatory under these sections.
Code section 6109 and its regulations say
that you must show your social security
number on what you file. This is so we know
who you are, and can process your return
and other papers. You must fill in all parts of
the tax form that apply to you. But you do
not have to check the boxes for the Presi-
dential Election Campaign Fund.

Estimated Preparation Time

We ask for tax return information to carry
out the tax laws of the United States. We
need it to figure and collect the right amount
of tax.

We may give the information to the De-
partment of Justice and to other Federal
agencies, as provided by law. We may also
give it to cities, states, the District of Colum-
bia, and U.S. commonwealths or posses-
sions to carry out their tax laws. And we may
give it to foreign governments because of tax
treaties they have with the United States.

If you do not file a return, do not provide
the information we ask for, or provide fraud-
ulent information, you may be charged pen-
alties and be subject to criminal prosecution.
We may also have to disallow the exemp-
tions, exclusions, credits, deductions, or ad-
justments shown on the tax return. This
could make the tax higher or delay any
refund. Interest may also be charged.

Please keep this notice with your records.
It may help you if we ask you for other infor-
mation. If you have questions about the rules
for filing and giving information, please call
or visit any Internal Revenue Service office.

The Time It Takes To Prepare
Your Return

We try to create forms and instructions that
can be easily understood. Often this is diffi-
cult to do because our tax laws are very
complex. For some people with income
mostly from wages, filling in the forms is
easy. For others who have businesses, pen-
sions, stocks, rental income, or other invest-
ments, it is more difficult.

We Welcome Comments on Forms

If you have comments concerning the accu-
racy of the time estimates shown below or
suggestions for making these forms simpler,
we would be happy to hear from you. You
can write to the Tax Forms Committee,
Western Area Distribution Center, Rancho
Cordova, CA 95743-0001. Or, you can call
the IRS with your suggestions at 1-800-
829-9043 and leave a recorded message 24
hours a day, 7 days a week.

DO NOT send your return to this address.
Instead, see Where Do | File? on the back
cover.

average times are:

The time needed to complete and file Form 1040 and its schedules will vary depending on

individual circumstances. The estimated

Copying,
Learning assembling,
about and sending
the law or Preparing the form

Form Recordkeeping the form the form to the IRS Totals
Form 1040 3 hr., 8 min. 2 hr., 54 min. 4 hr., 43 min. 53 min. 11 hr., 38 min.
Sch. A 2 hr., 32 min. 26 min. 1 hr., 10 min. 27 min. 4 hr., 35 min.
Sch. B 33 min. 8 min. 17 min. 20 min. 1 hr., 18 min.
Sch. C 6 hr., 26 min. 1 hr., 10 min. 2 hr., 5 min. 35 min. 10 hr., 16 min.
Sch. C-EZ 46 min. 4 min. 18 min. 20 min. 1 hr., 28 min.
Sch. D 51 min. 1 hr., 8 min. 1 hr., 1 min. 41 min. 3 hr., 41 min.
Sch. E 2 hr., 52 min. 1 hr., 7 min. 1 hr., 16 min. 35 min. 5 hr., 50 min.
Sch.ElCc - ---- 2 min. 4 min. 5 min. 11 min.
Sch. F:

Cash Method 4 hr., 2 min. 35 min. 1 hr., 14 min. 20 min. 6 hr., 11 min.

Accrual Method 4 hr., 22 min. 25 min. 1 hr., 19 min. 20 min. 6 hr., 26 min.
Sch. H 46 min. 43 min. 1 hr., 3 min. 35 min. 3 hr., 7 min.
Sch. R 20 min. 15 min. 22 min. 35 min. 1 hr., 32 min.
Sch. SE:

Short 20 min. 13 min. 11 min. 14 min. 58 min.

Long 26 min. 22 min. 34 min. 20 min. 1 hr., 42 min.




Section 2.

Filing
Requirements

The rules below apply to all U.S. citizens and resident aliens.

Do | Have To File?

Use Chart A, B, or C to see if you must file
a return. U.S. citizens who lived in or had
income from a U.S. possession should get
Pub. 570, Tax Guide for Individuals With
Income From U.S. Possessions. Residents
of Puerto Rico can call Tele-Tax (see page
36) and listen to topic 901 to see if they must
file.

Even if you do not otherwise have

to file a return, you should file one

to get a refund of any Federal

income tax withheld. You should
also file if you can take the earned income
credit.

Exception for Children Under
Age 14

If your child is required to file a return and
all four of the following apply, you may elect
to report your child’s income on your return.
But you must use Form 8814, Parents’ Elec-
tion To Report Child’s Interest and Divi-
dends, to do so. If you make this election,
your child does not have to file a return.

1. Your child was under age 14 on January
1, 1996.

2. Your child had income only from interest
and dividends (including Alaska Permanent
Fund dividends).

3. Your child’s gross income was less than
$5,000.

4. Your child had no Federal income tax
withheld and did not make estimated tax
payments for 1995.

If you and the child’s other parent are not
filing a joint return, special rules apply to
determine which parent may make the elec-
tion. See Form 8814 for details.

Nonresident Aliens and Dual-
Status Aliens

The rules above also apply to nonresident
aliens and dual-status aliens who were mar-
ried to U.S. citizens or residents at the end
of 1995 and who have elected to be taxed
as resident aliens.

Exception. Different rules apply to other
nonresident aliens and dual-status aliens.
They may have to file Form 1040NR, U.S.
Nonresident Alien Income Tax Return, or
Form 1040NR-EZ, U.S. Income Tax Return
for Certain Nonresident Aliens With No De-
pendents. Specific rules apply to determine
if you are a resident or nonresident alien. Get
Pub. 519, U.S. Tax Guide for Aliens, for de-
tails, including the rules for students and
scholars.

Chart A—For Most People

To use this chart, first find your marital status at the end of 1995. Then, read across to
find your filing status and age at the end of 1995. You must file a return if your gross
income** was at least the amount shown in the last column.

Marital status Filing status Age* Gross income**
Sinale under 65 $6,400
S g 65 or older 7,350
Single (including divorced
and legally separated) Head of under 65 $8.250
household (see '
page 12) 65 or older 9,200
Married with a child and
living apart from your nggeﬁ&d (see under 65 $8,250
spouse during the last 6 page 12) 65 or older 9,200
months of 1995
under 65
(both spouses) $11,550
: i : Married, joint 65 or older
Married and living with your ' 12,300
spouse at end of 1995 (or return (g;e spl(()juse)
on the date your spouse or olaer
died) (both spouses) 13,050
Married, separate
return any age $2,500
Married, not living with your Married. iof
spouse at end of 1995 (or arried, joint or
on the date your spouse separate return any age $2.500
died)
Sinale under 65 $6,400
g 65 or older 7,350
Head of under 65 $8,250
Widowed before 1995 and household 65 or older 9,200
not remarried in 1995
Quialifying
widow(er) with under 65 $9,050
dependent child 65 or older 9,800

(see page 12)

* If you turned age 65 on January 1, 1996, you are considered to be age 65 at the

end of 1995.

** Gross income means all income you received in the form of money, goods,
property, and services that is not exempt from tax, including any gain on the sale of
your home (even if you may exclude or postpone part or all of the gain). Do not
include social security benefits unless you are married filing a separate return and
you lived with your spouse at any time during 1995.




Chart B—For Children and Other Dependents (See the instructions for line 6¢ on
page 12 to find out if someone can claim you as a dependent.)

If your parent (or someone else) can claim you as a dependent, use this chart to see if
you must file a return.

In this chart, unearned income includes taxable interest and dividends. Earned
income includes wages, tips, and taxable scholarship and fellowship grants.

Caution: If your gross income was $2,500 or more, you usually cannot be claimed as a
dependent unless you were under age 19 or a student under age 24. For details, see
Test 4—Income on page 13.

Single dependents. Were you either age 65 or older or blind?
[l No. You must file a return if—

Your unearned The total of that income plus

income was: AND your earned income was:
$1 or more over $650
$0 over $3,900

] Yes. You must file a return if any of the following apply.
® Your earned income was over $4,850 ($5,800 if 65 or older and blind).
® Your unearned income was over $1,600 ($2,550 if 65 or older and blind).
® Your gross income was more than—

The larger of: PLUS This amount:

$950 ($1,900 if 65
or older and blind)

$650 or your earned
income (up to $3,900)

Married dependents. Were you either age 65 or older or blind?
[l No. You must file a return if either of the following apply.

® Your gross income was at least $5 and your spouse files a separate return
and itemizes deductions.

® Your unearned The total of that income plus

income was: AND your earned income was:
$1 or more over $650
$0 over $3,275

] Yes. You must file a return if any of the following apply.
® Your earned income was over $4,025 ($4,775 if 65 or older and blind),
® Your unearned income was over $1,400 ($2,150 if 65 or older and blind),

® Your gross income was at least $5 and your spouse files a separate return
and itemizes deductions.

® Your gross income was more than—

The larger of: PLUS This amount:

$750 ($1,500 if 65
or older and blind)

$650 or your earned
income (up to $3,275)

Chart C—Other Situations When You Must File

If any of the four conditions below applied to you for 1995, you must file a return.

1. You owe any special taxes, such as:
® Social security and Medicare tax on tips you did not report to your employer,

® Uncollected social security and Medicare or RRTA tax on tips you reported to
your employer or on group-term life insurance,

® Alternative minimum tax,

® Tax on a qualified retirement plan, including an individual retirement arrangement
(IRA), or

® Recapture taxes. (See the instructions for line 49 on page 25.)

2. You received any advance earned income credit (EIC) payments from your
employer. These payments should be shown in box 9 of your W-2 form.

3. You had net earnings from self-employment of at least $400.

4.You had wages of $108.28 or more from a church or qualified church-controlled
organization that is exempt from employer social security and Medicare taxes.

When Should | File?

Not later than April 15, 1996. If you file late,
you may have to pay penalties and interest.
See page 35.

If you are a U.S. citizen or resident, you
may qualify for an automatic extension of
time to file if, on the due date of your return,
you meet one of the following conditions:

® You live outside the United States and
Puerto Rico, AND your main place of busi-
ness or post of duty is outside the United
States and Puerto Rico.

® You are in military or naval service on
duty outside the United States and Puerto
Rico.

This extension gives you an extra 2
months to file and pay the tax, but interest
will be charged from the original due date of
the return on any unpaid tax. You must
attach a statement to your return showing
that you meet the requirements.

What If | Can’t File on Time?

If you know that you can’t file your return by
the due date, you should file Form 4868,
Application for Automatic Extension of Time
To File U.S. Individual Income Tax Return,
by April 15, 1996.

Caution: Form 4868 does not extend the
time to pay your income tax. See Form 4868.

Where Do | File?

If an envelope addressed to the Internal Rev-
enue Service came with your booklet, please
use it. If you don’t have one, or if you moved
during the year, see the back cover of this
booklet.




Where To Report
Certain Items From
1995 Forms W-2,
1098, and 1099

Report any Federal income tax withheld from these forms on Form 1040, line 55. If you itemize your deductions, report
any state or local income tax withheld from these forms on Schedule A, line 5.

Form Item and Box in Which It Should Appear Where To Report if Filing Form 1040
W-2 Wages, salaries, tips, etc. (box 1) Form 1040, line 7
Allocated tips (box 8) See Tip Income on page 14
Advance EIC payments (box 9) Form 1040, line 52
Dependent care benefits (box 10) Form 2441, line 11
W-2G Gambling winnings (box 1) Form 1040, line 21 (Schedule C or C-EZ for professional gamblers)
1098 Mortgage interest (box 1) } Schedule A, line 10*
Points (box 2)
Refund of overpaid interest (box 3) See the instructions for Form 1040, line 21, that begin on page 18*
1099-A Acquisition or abandonment of secured See Pub. 544
property
1099-B Stocks, bonds, etc. (box 2) Schedule D
Bartering (box 3) See Pub. 525
Futures contracts (box 9) Form 6781
1099-C Canceled debt (box 2) Form 1040, line 21, but first see the instructions on Form 1099-C*
1099-DIV Ordinary dividends (box 1b) Form 1040, line 9
Capital gain distributions (box 1c) See the instructions for Form 1040, line 13, on page 16
Nontaxable distributions (box 1d) See the instructions for Form 1040, line 9, on page 15
Investment expenses (box le) Form 1040, line 9, and Schedule A, line 22
Foreign tax paid (box 3) Schedule A, line 8 (or Form 1116)
1099-G Unemployment compensation (box 1) Form 1040, line 19. But if you repaid any unemployment
compensation in 1995, see the instructions for line 19 on page 17
State or local income tax refund (box 2) See the instructions for Form 1040, line 10, on page 15*
Taxable grants (box 6) Form 1040, line 21*
Agriculture payments (box 7) See the Schedule F instructions or Pub. 225
1099-INT Interest income (box 1) Form 1040, line 8a
Early withdrawal penalty (box 2) Form 1040, line 28
Interest on U.S. savings bonds and Treasury See the instructions for Form 1040, line 8a, on page 15
obligations (box 3)
Foreign tax paid (box 5) Schedule A, line 8 (or Form 1116)
1099-MISC Rents (box 1) See the instructions for Schedule E
Royalties (box 2) Schedule E, line 4 (timber, coal, iron ore royalties, see Pub. 544)
Other income (box 3) Form 1040, line 21*
Nonemployee compensation (box 7) Schedule C, C-EZ, or F (Form 1040, line 7, if you were not
self-employed)
Other (boxes 5, 6, 8, 9, and 10) See the instructions on Form 1099-MISC
1099-0ID  Original issue discount (box 1) } See the instructions on Form 1099-OID
Other periodic interest (box 2)
Early withdrawal penalty (box 3) Form 1040, line 28
1099-PATR Patronage dividends and other distributions Schedule C, Schedule C-EZ, Schedule F, or Form 4835, but first see
from a cooperative the instructions on Form 1099-PATR
(boxes 1, 2, 3, and 5)
Credits (boxes 7 and 8) Form 3468 or Form 5884
1099-R Distributions from IRAs See the instructions for Form 1040, lines 15a and 15b, on page 16
Distributions from pensions, annuities, etc. See the instructions for Form 1040, lines 16a and 16b, on page 16
Capital gain (box 3) See the instructions on Form 1099-R
1099-S Gross proceeds from real estate transactions Form 2119 (or Form 4797 or Schedule D if the property was not your
(box 2) home)
Buyer’s part of real estate tax (box 5) See the instructions for Schedule A, line 6, on page A-2*
* If the item relates to an activity for which you are required to file Schedule C, C-EZ, E, or F, or Form 4835, report the taxable or deductible amount allocable to
the activity on that schedule or form instead.
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Section 3.

Line
Instructions
For Form 1040

Name, Address, and
Social Security
Number (SSN)

Why Use the Label?

The peel-off label in this instruction booklet
is designed to speed processing. It prevents
common errors that can delay refunds or
result in unnecessary notices. (In 1995, our
accuracy rate in processing refunds was
99.5%.) Do not attach the label until you
have finished your return. Cross out any
errors and print the correct information. Add
any missing items such as your apartment
number.

Caution: If the label is for a joint return and
the SSNs are not listed in the same order as
the first names, show the SSNs in the correct
order.

Address Change

If the address on your peel-off label is not
your current address, cross out your old ad-
dress and print your new address. If you plan
to move after filing your return, see page 34.

Name Change

If you changed your name because of mar-
riage, divorce, etc., be sure to report this to
your local Social Security Administration
office before filing your return. This prevents
delays in processing your return and issuing
refunds. It also safeguards your future social
security benefits. If you received a peel-off
label, cross out your former name and print
your new name.

What If | Do Not Have a Label?

If you didn’t receive a label, print or type the
information in the spaces provided. But if
you are married filing a separate return, enter
your husband’s or wife’s name on line 3.

Social Security Number (SSN)

If you do not have a label, enter your SSN in
the area marked “Your social security
number.” If you are married, enter your hus-
band’s or wife’s SSN in the area marked
“Spouse’s social security number.” Also,
check that your SSN is correct on your
Forms W-2 and 1099. See page 34 for more
details.

Anincorrect or missing SSN will delay your
refund. To apply for an SSN, get Form SS-5
from your local Social Security Administra-
tion (SSA) office or call the SSA at
1-800-772-1213. Fill it in and return it to the
SSA. It usually takes about 2 weeks to get
an SSN.

Nonresident Alien Spouse

If your spouse is a nonresident alien and you
file a joint return, your spouse must usually
get an SSN. But if your spouse cannot get
an SSN because he or she had no income
from U.S. sources, enter “NRA” in the space
for your spouse’s SSN. If you file a separate
return and your spouse has no SSN and no
income, enter “NRA.”

P.O. Box

If your post office does not deliver mail to
your home and you have a P.O. box, show
your box number instead of your home ad-
dress.

Foreign Address

If your address is outside the United States
or its possessions or territories, fill in the line
for “City, town or post office, state, and ZIP
code” in the following order: city, province
or state, postal code, and the name of the
country. Do not abbreviate the country
name.

Deceased Taxpayer
See page 35.

Presidential Election
Campaign Fund

This fund helps pay for Presidential election
campaigns. The fund reduces candidates’
dependence on large contributions from in-
dividuals and groups and places candidates
on an equal financial footing in the general
election. If you want $3 to go to this fund,
check the “Yes” box. If you are filing a joint
return, your spouse may also have $3 go to
the fund. If you check “Yes,” your tax or
refund will not change.

Filing Status

Check only the filing status listed below that
applies to you. The ones that will usually give
you the lowest tax are listed last.

® Married filing separately
® Single
® Head of household
® Married filing jointly or Qualifying wid-
ow(er) with dependent child
If more than one filing status

applies to you, choose the one
that will give you the lowest tax.
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Line 1
Single

You may check the box on line 1 if any of

the following was true on December 31,
1995:

® You were never married, or

® You were legally separated, according
to your state law, under a decree of divorce
or separate maintenance, or

® You were widowed before January 1,
1995, and did not remarry in 1995.

Line 2
Married Filing Jointly

You may check the box on line 2 if any of
the following is true:

® You were married as of December 31,
1995, even if you did not live with your
spouse at the end of 1995, or

® Your spouse died in 1995 and you did
not remarry in 1995, or

® Your spouse died in 1996 before filing
a 1995 return. For details on filing the joint
return, see Death of Taxpayer on page 35.

A husband and wife may file a joint return
even if only one had income or if they did
not live together all year. However, both must
sign the return and both are responsible. This
means that if one spouse does not pay the
tax due, the other may have to. If you file a
joint return for 1995, you may not, after the
due date for filing that return, amend it to file
as married filing separately.

Nonresident Aliens and Dual-Status
Aliens. You may be able to file a joint return.
Get Pub. 519, U.S. Tax Guide for Aliens, for
details.

Line 3
Married Filing Separately

If you file a separate return, you will usually
pay more tax. But you may want to figure
your tax both ways (married filing jointly and
married filing separately) to see which filing
status is to your benefit. Generally, you
report only your own income, exemptions,
deductions, and credits. Different rules apply
to people who live in community property
states. See page 14.

You may be able to file as head

of household if you had a child

living with you and you lived apart

from your spouse during the last
6 months of 1995. See Married Persons
Who Live Apart on the next page.




Line 4

Head of Household

This filing status is for unmarried individuals
who provide a home for certain other per-
sons. (Some married persons who live
apart may also qualify. See below.) You may
check the box on line 4 only if you were
unmarried or legally separated as of Decem-
ber 31, 1995. But either 1 or 2 below must
apply to you.

1. You paid over half the cost of keeping
up a home that was the main home for all of
1995 of your parent whom you can claim as
a dependent. Your parent did not have to live
with you in your home; or

2. You paid over half the cost of keeping
up a home in which you lived and in which
one of the following also lived for more than
half of the year (if half or less, see the Ex-
ception later).

® Your unmarried child, adopted child,
grandchild, great-grandchild, etc., or step-
child. This child does not have to be your
dependent. But in this case, enter the child’s
name in the space provided on line 4. If you
don’t enter the name, it will take us longer
to process your return.

® Your married child, adopted child,
grandchild, great-grandchild, etc., or step-
child. This child must be your dependent.
But if your married child’s other parent
claims him or her as a dependent under the
rules for Children of Divorced or Separated
Parents on the next page, this child does
not have to be your dependent. Enter the
child’s name on line 4. If you don’t enter the
name, it will take us longer to process your
return.

® Your foster child, who must be your
dependent.

® Any other relative you can claim as a

dependent. For the definition of a relative,
see Test 1 on this page. But for this purpose,
the Exception at the end of that test doesn’t
apply.
Note: You cannot file as head of household
if your child, parent, or relative described
above is your dependent under the rules on
the next page for Person Supported by Two
or More Taxpayers.

Married Persons Who Live Apart

Even if you were not divorced or legally sep-
arated in 1995, you may be able to file as
head of household. You may check the box
on line 4 if all five of the following apply.

1. You must have lived apart from your
spouse for the last 6 months of 1995.

2. You file a separate return from your
spouse.

3. You paid over half the cost of keeping
up your home for 1995.

4. Your home was the main home of your
child, adopted child, stepchild, or foster child
for more than half of 1995 (if half or less, see
the Exception later).

5. You claim this child as your dependent
or the child’s other parent claims him or her
under the rules for Children of Divorced or
Separated Parents on the next page. If this
child is not your dependent, be sure to enter
the child’s name on line 4. If you don’t enter

the name, it will take us longer to process
your return.

If all five apply, you may also be

able to take the credit for child

and dependent care expenses

and the earned income credit. In
addition, you can take the standard
deduction even if your spouse itemizes
deductions. For more details, see the
instructions for these topics.

Keeping Up a Home

To find out what is included in the cost of
keeping up a home, get Pub. 501, Exemp-
tions, Standard Deduction, and Filing Infor-
mation.

If you used payments you received under
the Aid to Families With Dependent Chil-
dren (AFDC) program or other public as-
sistance programs to pay part of the cost of
keeping up your home, you cannot count
them as money you paid. But you must in-
clude them in the total cost of keeping up
your home to figure if you paid over half of
the cost.

Dependents

To find out if someone is your dependent,
see the instructions for line 6c¢.

Exception

You can count temporary absences such as
for school, vacation, or medical care as time
lived in the home. If the person for whom you
kept up a home was born or died in 1995,
you may still file as head of household as
long as the home was that person’s main
home for the part of the year he or she was
alive.

Line 5

Qualifying Widow(er) With
Dependent Child

You may check the box on line 5 and use
joint return tax rates for 1995 if all five of the
following apply.

1. Your spouse died in 1993 or 1994 and
you did not remarry in 1995.

2. You have a child, stepchild, adopted
child, or foster child whom you can claim as
a dependent.

3. This child lived in your home for all of
1995. Temporary absences, such as for
school, vacation, or medical care, count as
time lived in the home.

4. You paid over half the cost of keeping
up your home.

5. You could have filed a joint return with
your spouse the year he or she died, even if
you didn’t actually do so.

If your spouse died in 1995, you may not
file as qualifying widow(er) with dependent
child. Instead, see the instructions for line 2.

Exemptions

For each exemption you can take, you gen-
erally can deduct $2,500 on line 36.
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Line 6a

Yourself

Check the box on line 6a unless your parent
(or someone else) can claim you as a depen-
dent on his or her tax return. For example, if
your parents (or someone else) could claim
you as a dependent on their return but they
chose not to claim you, do not check the
box on line 6a.

Line 6b

Spouse

If you file a joint return and your spouse
cannot be claimed as a dependent on an-
other person’s return, check the box on line
6b. If you file a separate return, you can take
an exemption for your spouse only if your
spouse is not filing a return, had no income,
and cannot be claimed as a dependent on
another person’s return.

If you were divorced or legally separated
at the end of 1995, you cannot take an ex-
emption for your former spouse. If your di-
vorce was not final (an interlocutory decree),
you are considered married for the whole
year.

Death of Your Spouse

If your spouse died in 1995 and you did not
remarry by the end of 1995, check the box
on line 6b if you could have taken an exemp-
tion for your spouse on the date of death.
For other filing instructions, see Death of
Taxpayer on page 35.

Nonresident Alien Spouse

If your filing status is married filing separate-
ly, you can take an exemption for your non-
resident alien spouse only if your spouse had
no income from U.S. sources and is not the
dependent of another person. If you can take
an exemption for your spouse, check the box
on line 6b and enter “NRA” to the right of
the word “Spouse.”

Line 6¢C

Dependents

You can take an exemption for each of your
dependents who was alive during some part
of 1995. This includes a baby born in 1995
or a person who died in 1995. Get Pub. 501,
Exemptions, Standard Deduction, and Filing
Information, for more details. Any person
who meets all five of the following tests
qualifies as your dependent.

Test 1—Relationship

The person must be your relative. But see
Exception at the end of Test 1. The following
are considered your relatives:

® Your child, stepchild, adopted child; a
child who lived in your home as a family
member if placed with you by an authorized
placement agency for legal adoption; or a
foster child (any child who lived in your home
as a family member for the whole year).

® Your grandchild, great-grandchild, etc.

® Your son-in-law, daughter-in-law.

® Your parent, stepparent, parent-in-law.



® Your grandparent, great-grandparent,
etc.

® Your brother, sister, half brother, half
sister, stepbrother, stepsister, brother-in-
law, sister-in-law.

e If related by blood, your aunt, uncle,
nephew, niece.

Any relationships established by marriage
are not treated as ended by divorce or death.

Exception. A person who lived in your home
as a family member for the entire year can
also be considered a dependent. But the re-
lationship must not violate local law.

Test 2—Married Person

If the person is married and files a joint
return, you cannot take an exemption for the
person.

If the person and the person’s

spouse file a joint return only to

get a refund of all tax withheld,

you may be able to claim him or
her if the other four tests are met. See Pub.
501 for details.

Test 3—Citizen or Resident

The person must be one of the following:
® A U.S. citizen or resident alien, or
® A resident of Canada or Mexico, or

® Your adopted child who is not a U.S.
citizen but who lived with you all year in a
foreign country.

Test 4—Income

Generally, the person’s gross income must
be less than $2,500. Gross income does not
include nontaxable income, such as welfare
benefits or nontaxable social security bene-
fits.

Income earned by a permanently and to-
tally disabled person for services performed
at a sheltered workshop school is generally
not included for purposes of the income test.
See Pub. 501 for details.

Exception for Your Child. Your child can
have gross income of $2,500 or more if:

1. Your child was under age 19 at the end
of 1995, or

2. Your child was under age 24 at the end
of 1995 and was a student.

Your child was a student if he or she—

® Was enrolled as a full-time student at a
school during any 5 months of 1995, or

® Took a full-time, on-farm training course
during any 5 months of 1995. The course
had to be given by a school or a state,
county, or local government agency.

A school includes technical, trade, and
mechanical schools. It does not include on-
the-job training courses or correspondence
schools.

Test 5—Support

The general rule is that you had to provide
over half the person’s total support in 1995.
If you file a joint return, support can come
from either spouse. If you remarried, the sup-
port provided by your new spouse is treated
as support coming from you. For exceptions
to the support test, see Children of Di-
vorced or Separated Parents and Person
Supported by Two or More Taxpayers on
this page.

Support includes food, a place to live,
clothing, medical and dental care, and edu-
cation. It also includes items such as a car
and furniture, but only if they are for the
person’s own use or benefit. In figuring total
support:

® Use the actual cost of these items, but
figure the cost of a place to live at its fair
rental value.

® Include money the person used for his
or her own support, even if this money was
not taxable. Examples are gifts, savings,
social security and welfare benefits, and
other public assistance payments. This sup-
port is treated as not coming from you.

Total support does not include items such
as income tax, social security and Medicare
tax, life insurance premiums, scholarship
grants, or funeral expenses.

If you care for a foster child, see Pub. 501
for special rules that apply.

Children of Divorced or Separated
Parents

Special rules apply to determine if the sup-
port test is met for children of divorced or
separated parents. The rules also apply to
children of parents who lived apart from each
other during the last 6 months of the year,
even if they do not have a separation agree-
ment. For these rules, a custodial parent is
the parent who had custody of the child for
most of the year. A noncustodial parent is
the parent who had custody for the shorter
period of time or who did not have custody
at all. See Pub. 501 for the definition of cus-
tody.

The general rule is that the custodial
parent is treated as having provided over half
of the child’s total support if both parents
together paid over half of the child’s support.
This means that the custodial parent can
claim the child as a dependent if the other
dependency tests are also met.

But if you are the noncustodial parent, you
are treated as having provided over half of
the child’s support and can claim the child
as a dependent if both parents together paid
over half of the child’s support, the other
dependency tests are met, and either 1 or
2 below applies:

1. The custodial parent agrees not to claim
the child’s exemption for 1995 by signing
Form 8332 or a similar statement. But you
(as the noncustodial parent) must attach this
signed Form 8332 or similar statement to
your return. Instead of attaching Form 8332,
you can attach a copy of certain pages of
your divorce decree or separation agreement
if it went into effect after 1984 (see Children
Who Didn’t Live With You Due to Divorce
or Separation on the next page), or

2. Your divorce decree or written separa-
tion agreement went into effect before 1985
and it states that you (the noncustodial
parent) can claim the child as a dependent.
But you must have given at least $600 for
the child’s support in 1995. Also, you must
check the pre-1985 agreement box on line
6d. This rule does not apply if your decree
or agreement was changed after 1984 to say
that you cannot claim the child as your de-
pendent.
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Person Supported by Two or More
Taxpayers

Even if you did not pay over half of another
person’s support, you might still be able to
claim him or her as a dependent if all five of
the following apply.

1. You and one or more other eligible per-
son(s) together paid over half of another
person’s support.

2. You paid over 10% of that person’s
support.

3. No one alone paid over half of that
person’s support.

4. Tests 1 through 4 are met.

5. Each eligible person who paid over 10%
of support completes Form 2120, Multiple
Support Declaration, and you attach these
forms to your return. The form states that
only you will claim the person as a depen-
dent for 1995.

An eligible person is someone who could
have claimed another person as a dependent
except that he or she did not pay over half
of that person’s support.

Columns (1) Through (4)

After you have figured out who you can claim
as a dependent, fill in the columns on line
6c. If you have more than six dependents,
attach a statement to your return. Give the
same information as in columns (1) through
(4) for each dependent.

Column (1)
Enter the name of each dependent.

Column (2)

Each dependent must have a social security
number (SSN) unless the dependent was
born in November or December of 1995. You
must enter the SSN in column (2). If you do
not enter it or if the SSN is wrong, it will take
us longer to issue any refund shown on your
return. You may also have to pay a $50 pen-
alty. If your dependent was born in Novem-
ber or December of 1995 and does not have
an SSN, enter “11/95” or “12/95” in column
(2).

Your dependent can get an SSN by filing
Form SS-5 with your local Social Security
Administration office. It usually takes about
2 weeks to get an SSN. If your dependent
won’t have an SSN by April 15, 1996, see
What If | Can’t File on Time? on page 9. If
your dependent lives in Canada or Mexico,
see Pub. 501 for details on how to get an
SSN.

Column (3)

Enter your dependent’s relationship to you.
For example, if the dependent is your child,
enter “son” or “daughter.”

Column (4)

Enter the number of months your dependent
lived with you in 1995. Count temporary ab-
sences such as for school or vacation as
time lived in your home. If your dependent
was born or died in 1995, enter “12” in this
column. If your dependent lived in Canada
or Mexico during 1995, don’t enter a
number. Instead, enter “CN” or “MX,” which-
ever applies.



Children Who Didn’t Live With You
Due to Divorce or Separation

If you are claiming a child who didn’t live with
you under the rules on page 13 for Children
of Divorced or Separated Parents, enter
the total number of such children on the line
to the right of line 6c labeled “No. of your
children on 6c who: didn’t live with you due
to divorce or separation.” If you put a number
on this line, you must do one of the following
each year you claim this child as a depen-
dent.

® Check the box on line 6d if your di-
vorce decree or written separation agree-
ment went into effect before 1985 and it
states that you can claim the child as your
dependent.

® Attach Form 8332 or similar statement
to your return. If your divorce decree or sep-
aration agreement went into effect after 1984
and it states you can claim the child as your
dependent without regard to any condition,
such as payment of support, you may attach
a copy of the following pages from the
decree or agreement instead.

1. Cover page (put the other parent’s SSN
on that page),

2. The page that states you can claim the
child as your dependent, and

3. Signature page with the other parent’s
signature and date of agreement.
Note: You must attach the required informa-
tion even if you filed it in an earlier year.

Other Dependent Children

Enter the total number of children who did
not live with you for reasons other than di-
vorce or separation on the line labeled “De-
pendents on 6¢ not entered above.” Include
dependent children who lived in Canada or
Mexico during 1995.

Income

U.S. Citizens Living Abroad and
Foreign-Source Income

You must report unearned income, such as
interest, dividends, and pensions, from
sources outside the United States unless
exempt by law or a tax treaty. You must also
report earned income, such as wages and
tips, from sources outside the United States.
But you may also be able to exclude part or
all of your earned income. For details, get
Pub. 54, Tax Guide for U.S. Citizens and
Resident Aliens Abroad, and Form 2555,
Foreign Earned Income, or Form 2555-EZ,
Foreign Earned Income Exclusion.

Community Property States

Community property states are Arizona,
California, ldaho, Louisiana, Nevada, New
Mexico, Texas, Washington, and Wisconsin.

If you and your spouse lived in a commu-
nity property state, you must follow state law
to determine what is community income and
what is separate income. However, different
rules could apply if:

® You and your spouse lived apart all year,

® You do not file a joint return, and

® None of the community income you
earned was transferred to your spouse.

For details, get Pub. 555, Federal Tax In-
formation on Community Property.

Rounding Off to Whole Dollars

You may round off cents to the nearest
whole dollar on your forms and schedules.
This will make it easier to complete your
return. To do so, drop amounts under 50
cents and increase amounts from 50 to 99
cents to the next dollar. For example,
$129.39 becomes $129 and $235.50 be-
comes $236. If you do round off, do so for
all amounts. But if you have to add two or
more amounts to figure the amount to enter
on a line, include cents when adding and
only round off the total.

Example. You received two W-2 forms, one
showing wages of $5,000.55 and one show-
ing wages of $18,500.73. On Form 1040, line
7, you would enter $23,501 ($5,000.55 +
$18,500.73 = $23,501.28).

Line 7

Wages, Salaries, Tips, etc.

Enter the total of your wages, salaries, tips,
etc. This should be shown in box 1 of your
W-2 form. For a joint return, be sure to in-
clude your spouse’s income. Also include in
this total:

e Corrective distributions of excess salary
deferrals.

® Corrective distributions of excess con-
tributions and excess aggregate contribu-
tions to a retirement plan.

® Disability pensions if you have not
reached the minimum retirement age set by
your employer.

Note: Disability pensions received after you
reach your employer’s minimum retirement
age and other pensions shown on Form
1099-R (other than payments from an IRA)
are reported on lines 16a and 16b of Form
1040. Payments from an IRA are reported on
lines 15a and 15b.

Missing or Incorrect Form W-2

If you don’t get a Form W-2 by January 31,
1996, ask your employer for it. If you don’t
get it by February 15, call us. See page 38
for the number. You will be asked for your
employer's name, address, telephone
number, and, if known, identification
number. You will also be asked for your ad-
dress, social security number (SSN), daytime
telephone number, dates of employment,
and your best estimate of your total wages
and Federal income tax withheld. If you lose
your Form W-2 or it is incorrect, ask your
employer for a new one.

Even if you don’t get a Form W-2 from
your employer, you must still report your
earnings. For example, if you were paid less
than $1,000 as a household employee in
1995, your employer is not required to give
you a W-2 form, but you must still include
the wages on line 7.

Employer-Provided Vehicle

If you used an employer-provided vehicle for
both personal and business use and 100%
of its annual lease value was included as
wages on your W-2 form, you may be able
to deduct the business use of the vehicle on
Schedule A. But you must use Form 2106,
Employee Business Expenses, to do so. The
total annual lease value of the vehicle should
be shown in box 12 of your W-2 form or on
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a separate statement. For more details, get
Pub. 917, Business Use of a Car.

Tip Income

Be sure to report all tip income you received,
even if it is not included in box 1 of your W-2
form(s). You must report as income the
amount of allocated tips shown on your W-2
form(s) unless you can prove that you re-
ceived less. Allocated tips should be shown
in box 8 of your W-2 form(s). They are not
included in box 1 of your W-2 form(s). For
details on allocated tips, get Pub. 531, Re-
porting Tip Income.

Use Form 4137, Social Security and Med-
icare Tax on Unreported Tip Income, to
figure any social security and Medicare tax
on unreported or allocated tips. See the in-
structions for line 50.

Statutory Employees

If you were a statutory employee, the “Stat-
utory employee” box in box 15 of your W-2
form should be checked. Statutory employ-
ees include full-time life insurance sales-
people, certain agent or commission drivers
and traveling salespeople, and certain
homeworkers.

If you are deducting business expenses as
a statutory employee, report the amount
shown in box 1 of your W-2 form and your
expenses on Schedule C or C-EZ. If you are
not deducting business expenses, report
your income on line 7.

Excess Salary Deferrals

You may have chosen to have your employer
contribute part of your pay to certain retire-
ment plans (such as a 401(k) plan or the
Federal Thrift Savings Plan) instead of having
it paid to you. If so, the “Deferred compen-
sation” box in box 15 of your W-2 form
should be checked. The amount deferred
should be shown in box 13. The total amount
that may be deferred for 1995 under all plans
is generally limited to $9,240 for each
person. But a different limit may apply if
amounts were deferred under a tax-
sheltered annuity plan or an eligible plan of
a state or local government or tax-exempt
organization. For details, get Pub. 575, Pen-
sion and Annuity Income (Including Simpli-
fied General Rule). Any amount deferred in
excess of these limits must be reported on
Form 1040, line 7.

Caution: You may not deduct the amount
deferred. It is not included as income in box
1 of your W-2 form.

Dependent Care Benefits (DCB)

If you received benefits for 1995 under your
employer’s dependent care plan, you may
be able to exclude part or all of them from
your income. You must use Form 2441,
Child and Dependent Care Expenses, to do
s0. The benefits should be shown in box 10
of your W-2 form(s). First, fill in Parts | and
Il of Form 2441. Include any taxable benefits
from line 20 of that form on Form 1040, line
7. On the dotted line next to line 7, enter
“DCB.”

Scholarship and Fellowship Grants

If you received a scholarship or fellowship,
part or all of it may be taxable even if you
didn’t receive a W-2 form. If you were a
degree candidate, the amounts you used for



expenses other than tuition and course-
related expenses are taxable. For example,
amounts used for room, board, and travel
are taxable. If you were not a degree candi-
date, the full amount of the scholarship or
fellowship is taxable.

Include the taxable amount not reported
on a W-2 form on line 7. Then, enter “SCH”
and the taxable amount not reported on a
W-2 form on the dotted line next to line 7.

Line 8a

Taxable Interest Income

Each payer should send you a Form
1099-INT or a Form 1099-OID. A copy is
also sent to the IRS.

Be sure each payer of interest
income has your correct social
security number. Otherwise, the
payer may withhold 31% of the
interest. You may also be subject to

penalties.

Report all of your taxable interest income
on line 8a even if it is $400 or less. If the total
is over $400 or any of the other conditions
listed at the beginning of the Schedule B
instructions (see page B-1) apply to you, fill
in Schedule B first.

Report any interest you received or that
was credited to your account so you could
withdraw it, even if it wasn’t entered in your
passbook. Interest credited in 1995 on de-
posits that you could not withdraw because
of the bankruptcy or insolvency of the finan-
cial institution may not have to be included
in your 1995 income. For details, get Pub.
550, Investment Income and Expenses.

U.S. Savings Bonds

For series E or EE bonds, you can either
report the total interest when you cash the
bonds (or when they reach final maturity and
no longer earn interest) or each year report
the yearly increase in value. See Pub. 550
for more details.

If you get a 1995 Form 1099-INT
for U.S. savings bond interest that
includes amounts you reported
before 1995, see Pub. 550.

Line 8b

Tax-Exempt Interest

If you received any tax-exempt interest
income, such as from municipal bonds,
report it on line 8b. Include any exempt-
interest dividends from a mutual fund or
other regulated investment company. Do
not include interest earned on your IRA.

Line 9

Dividend Income

The payer should send you a Form
1099-DIV. A copy is also sent to the IRS.

If your total gross dividends are over $400,
first fill in Schedule B (see page B-1). Also,
fill in Schedule B if you received, as a nhom-
inee, dividends that actually belong to some-
one else. If you don’t have to fill in Schedule
B, include on line 9 only ordinary dividends
and any investment expenses. If you re-

ceived capital gain distributions, see the in-
structions for line 13.

Be sure each payer of dividends
has your correct social security
number. Otherwise, the payer
may withhold 31% of the dividend
income. You may also be subject to

penalties.

Nontaxable Distributions

Some distributions are nontaxable because
they are a return of your cost. They will not
be taxed until you recover your cost. You
must reduce your cost (or other basis) by
these distributions. After you get back all of
your cost (or other basis), you must report
these distributions as capital gains. For de-
tails, get Pub. 550, Investment Income and
Expenses.

Dividends on Insurance Policies

These are a partial return of the premiums
you paid. Do not report them as dividends.
Include them in income only if they exceed
the total of all net premiums you paid for the
contract.

Line 10

Taxable Refunds, Credits, or
Offsets of State and Local
Income Taxes

If you received a refund, credit, or offset of
state or local income taxes in 1995 that you
paid and deducted before 1995, part or all
of this amount may be taxable. You may
receive Form 1099-G, or similar statement,
showing the refund.

If you chose to apply part or all of the
refund to your 1995 estimated state or local
income tax, the amount applied is treated as
received in 1995.

State and Local Income Tax Refund Worksheet—Line 10

(keep for your records)

If, in the year you paid the tax, you (a) did
not itemize deductions on Schedule A (Form
1040), or (b) filed Form 1040A or Form
1040EZ, none of your refund is taxable.

If the refund was for a tax you paid in 1994
and you itemized deductions for 1994, use
the worksheet on this page to see if any of
your refund is taxable.

Exceptions

See Recoveries in Pub. 525, Taxable and
Nontaxable Income, instead of using the
worksheet below if any of the following ap-
plies:

® You received a refund in 1995 that is for
a tax year other than 1994.

® You received a refund other than an
income tax refund, such as a real property
tax refund, in 1995 of an amount deducted
or credit claimed in an earlier year.

® Your 1994 taxable income was less than
Zero.

® You made your last payment of 1994
estimated state or local income tax in 1995.

® You owed alternative minimum tax in
1994.

® You could not deduct the full amount of
credits you were entitled to in 1994 because
the total credits exceeded the tax shown on
your 1994 Form 1040, line 40.

® You could be claimed as a dependent
by someone else in 1994.

Also, see Tax Benefit Rule in Pub. 525
instead of using the worksheet below if all
three of the following apply.

1. You had to use the Itemized Deductions
Worksheet in the 1994 Schedule A instruc-
tions because your 1994 adjusted gross
income was over $111,800 (over $55,900 if
married filing separately).

2. You couldn’t deduct all of the amount
on line 1 of the 1994 worksheet.

4

1. Enter the income tax refund from Form(s) 1099-G (or similar

statement) . . 1.
2. Enter your total allowable |tem|zed deductlons from your 1994
Schedule A, line 29 . 2.
Note: If the filing status on your 1994 Form 1040 was marrled
filing separately and your spouse itemized deductions in 1994,
skip lines 3, 4, and 5 and enter the amount from line 2 on
line 6.
3. Enter on line 3 the amount shown below for the filing status
claimed on your 1994 Form 1040:
e Single, enter $3,800
® Married filing jointly or
Quialifying widow(er), enter $6,350 3.
® Married filing separately, enter $3,175
® Head of household, enter $5,600
4. If you didn’'t complete line 33a on your 1994 Form 1040, enter
-0-. Otherwise, multiply the number on your 1994 Form 1040,
line 33a, by $750 ($950 if your 1994 filing status was smgle or
head of household) and enter the result 4,
5. Add lines 3 and 4 5.
6. Subtract line 5 from line 2. If zero or Iess enter O- . . 6.
7. Taxable part of your refund. Enter the smaller of line 1 or line
6 here and on Form 1040, line 10 7.
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3. The amount on line 8 of the 1994 work-
sheet would be more than the amount on
line 4 of that worksheet if the amount on line
4 were reduced by 80% of the refund you
received in 1995.

Line 11

Alimony Received

Enter amounts received as alimony or sep-
arate maintenance. You must let the person
who made the payments know your social
security number. If you don’t, you may have
to pay a $50 penalty. For details, get Pub.
504, Divorced or Separated Individuals.

If you received payments under a divorce
or separation instrument executed after
1984, see the instructions for line 29 on page
21 for the rules that apply in determining
whether these payments qualify as alimony.

Line 12

Business Income or (Loss)

If you operated a business or practiced your
profession as a sole proprietor, report your
income and expenses on Schedule C or
Schedule C-EZ.

Line 13

Capital Gain or (Loss)

Caution: At the time these instructions were
printed, Congress was considering legisla-
tion that would change the tax treatment of
capital gains, including capital gain distribu-
tions. Information on these changes will be
available electronically through our bulletin
board or via the Internet (see page 34). Or,
you can get Pub. 553, Highlights of 1995 Tax
Changes.

Enter the gain or (loss) from Schedule D.
But if you received capital gain distribu-
tions (reported to you on Form 1099-DIV or
a substitute statement) and do not need
Schedule D for other capital transactions,
enter those distributions on line 13. Write
“CGD” on the dotted line next to line 13.

Your tax may be less if you can

use the Capital Gain Tax

Worksheet on page 24. You can

use it if your taxable income
(Form 1040, line 37) is more than $94,250
($56,550 if single; $80,750 if head of
household; or $47,125 if married filing
separately).

Line 14

Other Gains or (Losses)

If you sold or exchanged assets used in a
trade or business, see the instructions for
Form 4797.

Lines 15a and 15b
IRA Distributions

Use lines 15a and 15b to report payments
(distributions) you received from your indi-
vidual retirement arrangement (IRA). These
include regular distributions, early distribu-
tions, rollovers, and any other money or
property you received from your IRA account

or annuity. You should get a Form 1099-R
showing the amount of your distribution.

If you made any nondeductible contribu-
tions to your IRA for 1995 or an earlier year
or you rolled your IRA distribution over into
another IRA, see below. Do not use lines 15a
and 15b to report a rollover from a qualified
employer’s plan to an IRA. Instead, see the
instructions for lines 16a and 16b.

IRA distributions that you must include in
income are taxed at the same rate as other
income. You may not use the special aver-
aging rule for lump-sum distributions from
qualified employer plans.

If your IRA distribution is fully taxable,
enter it on line 15b; do not make an entry
on line 15a. If only part is taxable, enter the
total distribution on line 15a and the taxable
part on line 15b.

Caution: You may have to pay an additional
tax if (1) you received an early distribution
from your IRA and the total distribution was
not rolled over, (2) you received a distribution
in excess of $150,000, or (3) you were born
before July 1, 1924, and received less than
the minimum required distribution. See the
instructions for line 51 for details.

Nondeductible Contributions

If you made nondeductible contributions for
any year, only part of your IRA distribution
may be taxable. Get Form 8606 to figure the
taxable part of your IRA distribution. If you
made any nondeductible contributions for
1995, you may need to make a special com-
putation. Get Pub. 590, Individual Retire-
ment Arrangements (IRAs), for details. Enter
the total distribution on line 15a and the tax-
able part on line 15b.

IRA Rollovers

A rollover is a tax-free distribution of cash or
other assets from one retirement plan that is
contributed to another plan. Use lines 15a
and 15b to report a rollover from one IRA to
another IRA. Enter the total distribution on
line 15a. If the total on line 15a was rolled
over, enter zero on line 15b. If the total was
not rolled over, enter the part not rolled over
on line 15b. But if you ever made nonde-
ductible contributions to any of your IRAs,
use Form 8606 to figure the taxable part to
enter on line 15b. For more details, see Pub.
590.

Lines 16a and 16b

Pensions and Annuities

Use lines 16a and 16b to report pension and
annuity payments you received, including
payments (distributions) from retirement
plans, life insurance annuity contracts,
profit-sharing plans, and employee-savings
plans. See the next page for details on roll-
overs and lump-sum distributions.

Also, use these lines to report disability
pensions received after you reach the mini-
mum retirement age set by your employer.
Disability pensions received before you
reach your employer’s minimum retirement
age are reported on line 7.

You should receive a Form

1099-R showing the amount you

received. Attach Form 1099-R to

Form 1040 if any Federal income
tax was withheld.

- 16 -

Do not use lines 16a and 16b to report
corrective distributions of excess salary de-
ferrals, excess contributions, or excess ag-
gregate contributions from retirement plans.
Instead, see the instructions for line 7. Also,
do not use lines 16a and 16b to report any
social security or railroad retirement benefits
shown on Forms SSA-1099 and RRB-1099.
Instead, see the instructions for lines 20a
and 20b.

Caution: Certain transactions, such as loans
against your interest in a qualified plan, may
be treated as taxable distributions and may
also be subject to additional taxes. For de-
tails, get Pub. 575, Pension and Annuity
Income (Including Simplified General Rule).

Fully Taxable Pensions and
Annuities

If your pension or annuity is fully taxable,
enter it on line 16b; do not make an entry
on line 16a. Your payments are fully taxable
if either of the following applies:

1. You did not contribute to the cost of
your pension or annuity, or

2. You got your entire cost back tax free
before 1995.

Fully taxable pensions and annuities also
include military retirement pay shown on
Form 1099-R. For details on military disabil-
ity pensions, get Pub. 525, Taxable and Non-
taxable Income. If you received a Form
RRB-1099-R, get Pub. 575 to see how to
report your benefits.

Partially Taxable Pensions and
Annuities

If your pension or annuity is partially taxable
and your Form 1099-R does not show the
taxable part, you must use the General Rule
to figure the taxable part. The General Rule
is explained in Pub. 939, Pension General
Rule (Nonsimplified Method). But if your an-
nuity starting date (defined below) was after
July 1, 1986, you may be able to use the
Simplified General Rule, explained later.

You can ask the IRS to figure the taxable
part for you for a $50 fee. Submit your re-
quest before the due date of your return,
including extensions. For details, see Pub.
939.

If your Form 1099-R shows a taxable
amount, you may report that amount on line
16b. But you may be able to report a lower
taxable amount by using the General Rule
or, if you qualify, the Simplified General Rule.

Once you have figured the taxable part of
your pension or annuity, enter that amount
on line 16b and the total on line 16a.

Annuity Starting Date

Your annuity starting date is the later of the
first day of the first period for which you
received a payment, or the date the plan’s
obligations became fixed.

Simplified General Rule

This method will usually give you the same
amount or more of the pension or annuity
tax free each year as the General Rule or as
figured by the IRS. You can use this simpler
method if all four of the following apply.

1. Your annuity starting date was after
July 1, 1986.

2. The payments are for (a) your life or (b)
your life and that of your beneficiary.



3. The payments are from a qualified em-
ployee plan, a qualified employee annuity, or
a tax-sheltered annuity.

4. At the time the pension or annuity pay-
ments began, either you were under age 75
or the number of years of guaranteed pay-
ments was fewer than 5.

If all four apply, use the worksheet on this
page to figure the taxable part of your pen-
sion or annuity. If you are a beneficiary en-
titled to a death benefit exclusion, add the
exclusion to the amount you enter on line 2
of the worksheet. Do this even if you re-
ceived a Form 1099-R showing a taxable
amount. The payer of the annuity cannot add
the death benefit exclusion to your cost
when figuring the taxable amount. Attach a
signed statement to your return stating that
you are entitled to a death benefit exclusion.
For more details on the Simplified General
Rule, see Pub. 575 or Pub. 721, Tax Guide
to U.S. Civil Service Retirement Benefits.
Caution: If you received U.S. Civil Service
retirement benefits and you chose the lump-
sum credit option, use the worksheet in Pub.
721. Do not use the one on this page.

Age at Annuity Starting Date

If you are the retiree, use your age on the
annuity starting date. If you are the survivor
of a retiree, use the retiree’s age on his or

Simplified General Rule Worksheet—Lines 16a and 16b

(keep for your records)

her annuity starting date. If you are the ben-
eficiary of an employee who died, see Pub.
575. If there is more than one beneficiary,
see Pub. 575 or Pub. 721 to figure each
beneficiary’s taxable amount.

Changing Methods

If your annuity starting date was after July
1, 1986, you may be able to change from the
General Rule to the Simplified General Rule
(or the other way around). For details, see
Pub. 575 or Pub. 721.

Death Benefit Exclusion

If you are the beneficiary of a deceased em-
ployee or former employee, amounts paid to
you by, or on behalf of, an employer because
of the death of the employee may qualify for
a death benefit exclusion of up to $5,000. If
you are entitled to this exclusion, add it to
the cost of the pension or annuity. Special
rules apply if you are the survivor under a
joint and survivor’s annuity. For details, see
Pub. 575.

Rollovers

A rollover is a tax-free distribution of cash or
other assets from one retirement plan that is
contributed to another plan. Use lines 16a
and 16b to report a rollover, including a
direct rollover, from one qualified employer’s

plan to another or to an IRA.

benefit exclusion (see above) .
3. Age at annuity starting date

1. Enter the total pension or annuity payments received this
year. Also, enter this amount on Form 1040, line 16a . 1.

2. Enter your cost in the plan at the
annuity starting date plus any death

gotoline6 . . . . .

free in years after 1986 .
7. Subtract line 6 from line 2 .
8. Enter the smaller of line 5 or line 7

from Form 1099-R .

on Form 1040, line 16a.

(see above): Enter:
55 and under 300
56-60 260
61-65 240
66-70 170
71 and older 120

4. Divide line 2 by the number on line 3

5. Multiply line 4 by the number of months
for which this year’s payments were
made. If your annuity starting date was
before 1987, skip lines 6 and 7 and
enter this amount on line 8. Otherwise,

6. Enter the amount, if any, recovered tax

9. Taxable amount. Subtract line 8 from line 1. Enter the
result, but not less than zero. Also, enter this amount on
Form 1040, line 16b. If your Form 1099-R shows a larger
amount, use the amount on this line instead of the amount

Note: If you had more than one partially taxable pension or annuity, figure the
taxable part of each separately. Enter the total of the taxable parts on Form
1040, line 16b. Enter the total pension or annuity payments received in 1995

2.

6.
7.

9.
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Enter on line 16a the total distribution
before income tax or other deductions were
withheld. This amount should be shown in
box 1 of Form 1099-R. From the total on line
16a, subtract any contributions (usually
shown in box 5) that were taxable to you
when made. From that result, subtract the
amount that was rolled over either directly or
within 60 days of receiving the distribution.
Enter the remaining amount, even if zero, on
line 16b.

Special rules apply to partial rollovers of
property. For more details on rollovers, in-
cluding distributions under qualified domes-
tic relations orders, see Pub. 575.

Lump-Sum Distributions

If you received a lump-sum distribution from
a profit-sharing or retirement plan, your Form
1099-R should have the “Total distribution”
box in box 2b checked. You may owe an
additional tax if you (1) received an early
distribution from a qualified retirement plan
and the total amount was not rolled over, or
(2) received a distribution in excess of
$150,000 from a qualified retirement plan.
For details, see the instructions for line 51.

Enter the total distribution on line 16a and
the taxable part on line 16b.

You may be able to pay less tax
on the distribution if you were
born before 1936 or were at least
age 59%2 on the date of the distri-
bution, you meet certain other conditions,
and you choose to use Form 4972, Tax on
Lump-Sum Distributions, to figure the tax on
any part of the distribution. You may also be
able to use Form 4972 if you are the benefi-
ciary of a deceased employee who was either
age 59%2 or older on the date of death or born
before 1936 and was age 50 or older on the
date of death. For details, get Form 4972.

Line 19

Unemployment
Compensation

Enter on line 19 any unemployment compen-
sation (insurance) you received. By January
31, 1996, you should receive a Form 1099-G
showing the total amount paid to you during
1995. The amount should be shown in
box 1.

If you received an overpayment of unem-
ployment compensation in 1995 and you
repaid any of it in 1995, subtract the amount
you repaid from the total amount you re-
ceived. Enter the result on line 19. Also, enter
“Repaid” and the amount you repaid on the
dotted line next to line 19. If, in 1995, you
repaid unemployment compensation that
you included in gross income in an earlier
year, you may deduct the amount repaid on
Schedule A, line 22. But if the amount repaid
was more than $3,000, see Repayments in
Pub. 525, Taxable and Nontaxable Income,
for details on how to report the repayment.

Do not include on line 19 any supplemen-
tal unemployment benefits received from a
company-financed supplemental unemploy-
ment benefit fund. Instead, report these ben-
efits on line 7.




Lines 20a and 20b

Social Security Benefits

Social security and equivalent railroad retire-
ment benefits you received may be taxable.
Social security benefits include any monthly
benefit under title Il of the Social Security Act
or the part of a tier 1 railroad retirement ben-
efit treated as a social security benefit. Social
security benefits include monthly survivor
and disability benefits paid. They do not in-
clude any supplemental security income
(SSI) payments.

By January 31, 1996, you should receive
a Form SSA-1099 showing in box 3 the total
social security benefits paid to you in 1995.
Box 4 will show the amount of any benefits
you repaid in 1995. If you received railroad
retirement benefits treated as social security,
you should receive a Form RRB-1099. For
more details, get Pub. 915, Social Security
and Equivalent Railroad Retirement Benefits.

Caution: Do not use lines 20a and 20b to
report any railroad retirement benefits shown
on Form RRB-1099-R. Instead, see the in-
structions for lines 16a and 16b.

To find out if any of your benefits are tax-
able, first complete Form 1040, lines 7
through 19, 21, and 23a through 30 if they
apply to you. Then, complete the worksheet
on this page. However, do not use the work-
sheet if any of the following apply.

® You made IRA contributions for 1995
and you were covered by a retirement plan
at work or through self-employment. In-
stead, use the worksheets in Pub. 590, In-
dividual Retirement Arrangements (IRAs), to
see if any of your social security benefits are
taxable and to figure your IRA deduction.

® You repaid any benefits in 1995 and
your total repayments (box 4) were more
than your total benefits for 1995 (box 3).
None of your benefits are taxable for 1995.
In addition, you may be able to take an item-
ized deduction for part of the excess repay-
ments if they were for benefits you included
in gross income in an earlier year. See Pub.
915.

® You file Form 2555 or 2555-EZ, relating
to foreign earned income, Form 4563, Ex-
clusion of Income for Bona Fide Residents
of American Samoa, Form 8815, Exclusion
of Interest From Series EE U.S. Savings
Bonds Issued After 1989, or you exclude
income from sources within Puerto Rico. In-
stead, use the worksheet in Pub. 915.

Line 21

Other Income

Use this line to report any other income not
reported on your return or other schedules.
See examples later. List the type and amount
of income. If necessary, show the required
information on an attached statement. For
more details, see Miscellaneous Taxable
Income in Pub. 525, Taxable and Nontax-
able Income.

Social Security Benefits Worksheet—Lines 20a and 20b
(keep for your records)

4

If you are married filing separately and you lived apart from your spouse for
all of 1995, enter “D” to the left of line 20a.

1.

Enter the total amount from box 5 of
all your Forms SSA-1099 and
RRB-1099 . . . . T

Note: If line 1 is zero or Iess stop; none of your social
security benefits are taxable. Otherwise, go to line 2.

® Enter the amount from line 1 on Form 1040 Irne 20a
® Enter the amount from line 18 on Form 1040, line 20b.

2. Enter one-half of line 1 . 2.
3. Add the amounts on Form 1040 Irnes 7 8a 9 through

14, 15b, 16b, 17 through 19, and 21. Do not include

amounts from box 5 of Forms SSA-1099 or RRB-1099 3.
4. Enter the amount, if any, from Form 1040, line 8b 4.
5. Add lines 2, 3, and 4 . 5.
6. Enter the amount from Form 1040, Irne 30 6.
7. Subtract line 6 from line 5. 7.
8. Enter $25,000 ($32,000 if marrred frlrng Jorntly, $O |f

married filing separately and you lived with your spouse

at any time in 1995) . .o . 8.
9. Subtract line 8 from line 7. If zero or Iess enter O— 9.

Is line 9 more than zero?

No. Stop; none of your social security benefits are

taxable. Do not enter any amounts on lines 20a or 20b

of Form 1040. But if you are married filing separately and

you lived apart from your spouse for all of 1995, enter

-0- on line 20b. Be sure to enter “D” to the left of line

20a.

Yes. Go to line 10.

10. Enter $9,000 ($12,000 if married filing jointly; $0 if married
filing separately and you lived with your spouse at any
time in